Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Text 

CONFIDENTIAL 

PAGE 01 SEOUL 01868 080418Z POSS DUPE 
ACTION EA- 12 

INFO OCT-01 EUR- 1 2 ISO-OO XMB-02 ACDA-12 CIAE-00 
INR-10 10-13 L-03 NSAE-00 NSC-05 EB-08 NRC-05 
OES-07 SOE-02 DODE-OO DOE-11 SS-15 SP-02 CEQ-01 
PM-05 H-01 PA-01 USIA-06 OMB-Ol AID-05 /140W 

012164 081533Z/45 

R 080340Z MAR 78 
FM AMEMBASSY SEOUL 
TO SECSTATE WASHDC 9725 
INFO AMEMBASSY LONDON 
AMEMBASSY TOKYO 

CONFIDENTIAL SEOUL 1868 

E.O. 11652: GDS 

TAGS: BEXP, EFIN, BENC, OECD, UK, US 

SUB J : KORI NUCLEAR POWER STATIONS THREE AND FOUR 

REF: SEOUL 1495 

1 . FOLLOWING UP ON REFTEL CONVERSATION, ECON COUNSELOR 
DISCUSSED TURBINE-GENERATOR SUPPLIER SELECTION WITH EPB ASST 
MINISTER FOR ECONOMIC COOPERATION CHOI SUN RAY ON MARCH 7. 

CHOI HAD SOUGHT FULL REVIEW FOR EMBASSY FROM KECO BUT HAD NOT 
RECEIVED A RESPONSE. HE AGREED TO FOLLOW UP. IN THE MEANTIME, 

HE ALLOWED US TO TAKE NOTES ON SUMMARY PRESENTATION BY KECO 
WHICH SUPPORTED KECO SELECTION OF GEC AND WESTINGHOUSE. 

2. SUMMARY TABLE SHOWED (IN MILLIONS OF DOLLARS): 

GE WESTINGHOUSE GEC BBC 
TURBINE GENERATOR PRICE $97 98 89 122 

ESCALATION 17 22 20 3 

INTEREST DURING CONSTRUCTION 63 49 43 27 

SUBTOTAL 176.9 168.9 152.3 151.1 

PENALTY 10.7 15.9 17.9 19.1 
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TOTAL: 187.6 184.8 170.2 170.2 

3. "PENALTY" IS APPARENTLY PRESENT- VALUE CALCULATION OF 

THE DIFFERENT WON TERMS. SWISS FINANCING IS 12 YEAR LOAN 

AT 5 PERCENT AND ECGD, 15 YEAR LOAN AT 7 PERCENT. THE SWISS 

WERE THROWN OUT, ACCORDING TO THEIR LOCAL AGENT DAEWOO AND EPB 
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SOURCES, BECAUSE OF EXPECTED SWISS FRANC APPRECIATION. A BACK-UP 
TABLE, WHICH WE SAW BUT COULD NOT FULLY UNDERSTAND, SUGGESTS 
THAT THE 5 PERCENT LOAN WOULD BE THE MOST ATTRACTIVE OF THE TERMS 
THE SWISS OFFERED, AND THAT THE OTHER BASIS THEY OFFERED 
WOULD BE UNATTRACTIVE RELATIVE TO THE OTHER COUNTRY OFFERS. 

4. FROM THIS SUMMARY ACCOUNT, IT IS CLEAR THAT A VERY WIDE 
MARGIN STILL SEPARATES GEC FROM EITHER US SUPPLIER. LOCAL- 
IZATION ALSO DOES NOT SEEM TO HAVE PLAYED MUCH OF A ROLE AND 
WITH SUCH A WIDE DIFFERENCE, WOULD SEEM TO BE A RATHER EXPEN- 
SIVE BY-PRODUCT OF SELECTING GE. HOWEVER, WE ARE STILL NOT 
CLEAR HOW MUCH LOCALIZATION GEC HAS AGREED TO. 

5. WE PLAN TO PURSUE KECO FOR FURTHER ENLIGHTENMENT ON 
THE BID EVALUATION. WE ARE NOT VERY HOPEFUL. HOWEVER, THAT 
WE CAN PERSUADE KECO TO BE LESS SECRETIVE. GIVEN THE STAKES 

AT PLAY AND THE ENOURMOUS COMPETITIVE PRESSURES THEY EVOKE. IN 
THE MEANTIME, WE HAVE CLASSIFIED THE DATA TRANSMITTED HEREWITH 
IN ORDER TO PROTECT OUR EPB SOURCE. 

SNEIDER 
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